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Dear

Ye have considered your: aprlication fcr rccogn‘tion of exenption fro=z
federal incoms tax as an organization described in section 501(c)(4) of
the In ternal Pe"enue Couc.

-

The 1nromamon submt ed dis 1 oses that jou re. for: ¢ on IR

The purpcses for vhich vour organ ization was formed sire to provide for
-zintenance, preservation and archit ectural control of ‘the residence lots
and Common Area, and for :a;ngenancc of storm water nianagement, within
thit certain tract of propsrty described in Schedul« 3 (vhich describes

- .your development). Your purpos:s are also to promote the health, safety
“and welfare of the residents within the development and any additions
thersto as may hereafter be brought within the jurisdiction of your

association.

Your application stated that "Since its inception this Association has
engaged in the general maintenance of the "common ground” whlch includes
1awn areas, trees and shrubs znd - paved parking spaces.”

of-tovn hones.  Your Declaration of
rictions states that "Every owner of a lot

Your association is comprised
Sagt
-ent shall be a member of the association.
nant
t

Covenants, Conditions and
which is subject to assesst
wembership shall be appurts
of any lot which is subject

to and nay 1ot be separatad from ownership
o assessnment.”

Vour primary source of T2 from = mber asszsspents. Other income
comes from interest _s for fence rails, refund of

nsurance prezlum.

Your expaenditures are pri-arily for lawn maintenance, post office box,
supplies, copies, postage, mesting roon, fence rails, landscaping,
insurance, property taxes, no parking 51gns and paint lines in parking

area.



501(c) {4) of the Code provides for the racogniticn. of exezpiicn of

eagues or crganizations not orcanized Ior profit but cperatsd

vely for the promotion of social welfare.
Section 1.501{c){4)-1{a)(2)(1) of the Incoze tax regulations rrovides
-hzt an organization is operated exclusively for the promotion of social
weifare if it is primarily engagec in prormoting in some way the comzon
sooé and general welfare of the people of the cozzunitfy. 2n organizatien
s~braced within this Section is onz which is operateé for the purpose of
bringing about civic betterments and soc1a1 improvenents.
Ezvenue Ruling 72-102, 1972-1 C.B., page 149, states that a non-profit
organization forzed to preserve the apuearance of a housing development
and to maintain streets, sidewalks and common areas for use of the
residents is exempt under section 501(c)(4) of the Code. . Membership is
required of all owners of real property in the developzent and. assessments
are levied to support the organization's activities. It was held that by
mzintaining the property normally maintained by a punicipal government
the organization served the common good and gensral welfare of the people
oi th

¢ CORTUNity. o T

Revenue Ruling 74-99, 1974-1 C.B., Page 131, modified Revenue Ruling
2-102 by stating guidelines under which a homeowners' association could

qualify for exempticn under section 501{c) (4) of the Code. These

guidelines are: ‘ s

1. The organlﬂatlon pust serve a "community" which bears a -
reasonable, recognizable relationship to an area ordlnarlly
identified as a governmental unit; *

2. It rust not conduct activities directed to the exterior
paintenance of private residences; and

3. The coamon areas or facilities must be for the use and enjoyment
of the general public.

.nue Ruling 74-99 states that Revenue Ruling 72-102 "...was intended
to approve ownership and maintenance by a homeowners' association of
areas as roadways and parklands, sidewalks and street lights, access
. or the use and enjoyment of which is extended to members of the

reneral pubiic, as distinguished from controlled USc or access restricted

o the members of the homeowners' association..."
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2 cczmunity with zeaning of S {c) i o

regulations 3 s iy an aggre of homsowasr

structured un ra 25 an integrs part 22 a2 pian I:
of a resal =st vbéivisizon. . 2lthough zn exact deline
boundariss of ormunity” contsnplatad by secticn  30:
possidble, the terr zg used in that secti as traditioc
construed as having referencs To 2 gsogr 1 unit be
reccgnizable relationchip to an arez oré vy identif
governmental subdivision or a unit or d4i thersof.

[yl

Accordingly, your organization doss not neet the definition of
“"community." The lawn maintenance of the privately ownzd lawn areas of

each of the hones is z private benefit to the nmeambers of your association.
Therefore, ve conclude that you are serving a private purross rather than
a public purpose and do not gqualify for exemption under section 501(c) (4).

You are not relieved of the requirements for filing federzl incozme tax
returns.

Your attention is called to section 528 of the Internal Revenue Code which
was added by the Tax Reform 2Act of 1976. This section provides that, in
certain circumstances, a homeowners' association mav elect not to be taxed
on its "exempt function income" which includes membership dues, fees or
assessments from owners of real property. The election is made by filing
Form 1120H, if you determine that your organization qualifies under
section 528. - :

If you do not agres with our determination, you may reguest consideration
of this matter by the Office of Regional Director of Rppeals. To do this
you should file a written appeal as explained in the enclosed Publication
892. ' Your appeal should give the facts, law ancé any other information to
support your position. If you want a hearing, please request it when you
file your appeal and you will be contacted to arrange a date. The hearing
may be held at the regional office, or, if you request, at any mutually
convenient district office. If you will be represented by screone vho is
not one of your principal officers, that person will need to files a power
of attorney or tax ¢n:cr“aulon authorization with us.

Sincerely yours,

District Director

Enclosure: Publication §92




